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Summary of L egislation: Textbook Purchases- This bill provides textbooks to students in public schools at no
chargeto the student'sfamily. It requiresthe Department of Education (the Department) to purchase those textbooks
that are adopted by the Department and selected by school corporationsfor use by the school corporations' students.

Textbook Rental Program- It abolishes the Public School Textbook Rental Program and the Public School
Textbook Library Program.

State Reimbur sement- It abolishesthe program that provides state reimbursement for textbook assistanceto certain
public school students. It redefines"textbook™ to includethevariouskindsof instructional materialsthat arecurrently
eligible for state reimbursement under the textbook assistance program.

Effective Date: July 1, 2002.

Explanation of State Expenditures: School corporationswould be provided the use of free textbooks purchased
by the Department in accordance with this bill. The projected cost to the State would be approximately $79.3 M in
FY 2003, and $70.0 M in FY 2004 based on projected textbook expenditures by school corporations. Thisbill does
not contain an appropriation.

The added cost to the State General Fund would depend upon the type of textbook adopted in a particular year. To
calculate the net cost in thisanalysis, projected expenditures associated with the purchase of textbooks are offset by
phasing out State General Fund costs associated with the purchase of textbooks. These costs are as follows: 1)
appropriations for textbook rental fees; and 2) reduction of Poor Relief PTRC. In addition, the potential impact on
the TANF Block Grant Program is used to calculate the final net cost to the State General Fund.

Elimination of Textbook Reimbur sement- P.L. 273-1999 appropriated $16.8 M for FY 2001 to pay for aportion
of the costs of textbook rental fees that are waived by school corporations for children of families who qualify for
the Federal Free and Reduced Lunch Program. Since this bill abolishes the Textbook Rental Program, the State

HB 1150+ 1



General Fund would realize asavings of $16.8 M for FY 2002 and thereafter (based on the assumption that future
appropriations remain at the FY 2001 level).

Potential Impact on the TANF Block Grant Program- The elimination of the textbook rental program may impact
the Temporary Assistance for Needy Families (TANF) program. Statesare required to meet aspecified maintenance
of effort (MOE) level inorder to qualify for thefederal TANF block grant of about $206 M annually. Indiana'sannual
TANF MOE obligationis$121 M. The Family and Social Services Administration (FSSA) meets thisobligation by
expending state funds appropriated for this purpose and by claiming expendituresfrom other state agenciesthat meet
the purposes and requirements of eligible TANF MOE expenditures.

FSSA has been able to include as MOE about $8 M of the state expenditure for textbooks described above because
it isan expenditure targeted at the low-income popul ation. However, because the proposed textbook grant program
is targeted at the general student population, the state expenditure will not qualify as an MOE expenditure, thus
requiring either additional expenditures in another program or reclassification of existing, but unidentified,
expendituresasMOE. (Thereclassified funds, if qualifying, must also demonstrate an increase in expendituresfrom
the TANF baseyear. Only theincreasein funds can beincluded as meeting the TANF MOE requirement. Thisisthe
reason FSSA cannot count theentire $16.8 M textbook expenditure described aboveasM OE.) Actual aggregate M OE
expendituresfor FY 1998 through FY 2000 and the proposed M OE expendituresin FY 2001 totaled $121 M annually
- the level of Indiana's MOE obligation.

Poor Relief/Reduction of PTRC- The state pays 20% Property Tax Replacement Credit (PTRC) on poor relief
levies. The reduction in the poor relief levy explained under local revenueswill result in a projected savingsto the
State paid by PTRC of $94,986 for FY 2003 (20% of $474,931). PTRC is paid from the Property Tax Replacement
Fund which is supplemented by the State General Fund. Therefore, any reduction in PTRC actually reduces
expenditures from the State General Fund.

The following table illustrates the potential net cost to the State regarding the provisions of this bill assuming
projected levels of textbook expenditures, PTRC, and textbook appropriations that continue beyond the biennium
at the FY 2001 level.

Elimination of
State Less:
Textbook Appropriation Reduction Net
EY Textbook Adopted  Expenditures  for Textbooks in PTRC Cost*

2003 Language Arts & $96.2 M ($16.8 M) ($0.095 M) $79.3M
Foreign Language
2004 Socia Studies $86.9 M ($16.8 M) ($0.089 M) $70.0M

* As described above in the TANF section, the net cost to the State shown in the table could increase by up to $8 M
per fiscal year if additional expendituresin another program are required. However, reclassification of existing, but
unidentified, expenditures could mitigate the net increase.

Explanation of State Revenues:

Explanation of L ocal Expenditures: School corporations may have additional fundsto spend if revenue fromthe
State exceeds the current funding sources as explained below. This bill would require that school corporations
maintain and loan textbooks free of charge regardless of whether or not a state appropriation is made.
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Explanation of Local Revenues: School corporations currently pay for textbooks using textbook rental fees,
proceeds from the sale of used textbooks, state reimbursement of textbooksfor children who qualify for the Federal
Free and Reduced L unch Program, and financial assistance from township trustees. As proposed by thisbill, school
corporations would be eligible to use State monies instead of the above sources.

Under current law, school corporation textbook revenues are projected to exceed expenditures by $12.4 M for CY
2002 but are not projected to do so in CY 2003.

Projected Costsand Net Savings

CcY Projected Projected Net
Revenue Costs Savings

2002 $75.4M ($63.0M)  $12.4M
2003 $78.0M ($782M)  ($.2M)

Township Property Tax Levies- Thetownships' respective maximum levies would be reduced by approximately
$491,000in CY 2002 and $460,000in CY 2003 which would translateinto agross property tax reduction inthe same
amount for each calendar year. Taxpayers would realize a net property tax savings (after PTRC) of approximately
$393,000in CY 2002 and $368,000in CY 2003. The projected savingsfor local units of government in future years
is based on expenditures last reported in CY 1999 of $339,851.

School Corporation Levies- Also, under current law, school corporations may provide free textbooks through
elementary and high school librariesif 51% of theregistered votersin the school district approveareferendum. This
bill would reducethe General Fundlevy of school corporationsthat currently providefreetextbooks. However, local
monies would be replaced by State moniesin accordance with thisbill. The specific number of school corporations
that do so is currently indeterminable, however, at least two have been identified as providing free textbooks to
students. The school corporations are as follows: 2) East Gibson School Corporation; and 2) Marion Community
Schools.

M ethodol ogy Backgr ound- Therevenuesthat school corporationsreceivefromtextbook feesand sal esare projected
toincrease at an average rate of 3.5% annually. Monies from the State General Fund for textbook reimbursements
are assumed to remain at the FY 2001 level (General Fund reimbursements), and assistance from township trustees
is projected based on afive-year history beginning in FY 1995 (Township Trustee assistance). Textbook purchases
are projected to increase by an average rate of 4.4% annually.

State Agencies Affected: Department of Education, State Board of Tax Commissioners.

L ocal Agencies Affected: School corporations.

Information Sources: Department of Education ORACLE Data Tables, East Gibson School Corporation, and
Marion Community Schools.
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